Senate Bill No. 1184

CHAPTER 613

An act to amend Sections 63.1, 69.5, 532, and 606 of the Revenue and
Taxation Code, relating to taxation.

[Approved by Governor October 7, 2001. Filed with
Secretary of State October 9, 2001.]

LEGISLATIVE COUNSELS DIGEST

SB 1184, Committee on Revenue and Taxation. Property taxation.
(1) The California Constitution generally limits ad valorem taxes on
real property to 1% of the full cash value of that property. For purposes

of this limitation, “full cash value” is defined as the assessor’s valuation
of real property as shown on the 1975-76 tax bill under “full cash value”
or, thereafter, the appraised value of that real property when purchased,
newly constructed, or a change in ownership has occurred. The
California Constitution also excludes from the terms “purchased” and
“change in ownership” the purchase or transfer of the principal
residence of the transferor, or the purchase or transfer of the first
$1,000,000 o&ll other real property, in the case of a purchase or transfer
between parents and their children, or grandparents and grandchildren
as defined by the Legislature. Statutory law that implements this
constitutional exclusion specifies various requirements and procedures.

This bill would, for purposes of those provisions, revise and recast
signature and certification requirements, and clarify those requirements
in the case in which the excluded requirements transfer involves multiple
transferees.

(2) Existing property tax law permits persons over 55 years of age and
persons who are severely and permanently disabled, as specified, to
transfer, under certain conditions, the property tax base year value of
their home to a replacement home in the same county, and if a county
ordinance so providing has been adopted, to a replacement home in a
different county.

This bill, would clarify, inthe case of persons over 55 years of age and
persons who are severely or permanently disabled, who are transferring
the base year value of their home to a replacement home under
circumstances where the original home has been substantially damaged
or destroyed by a misfortune or calamity and the original home is not
repaired or rebuilt, that the base year value of the original home is the
full cash value as if the home were appraised immediately prior to the
damage or destruction.
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(3) Existing law, known as the California Land Conservation Act of
1965, orthe Williamson Act, authorizes a city or county, by contract, to
limit the uses of land to agricultural uses or as an agricultural preserve
in exchange for reduced property taxes.

This bill would generally require an assessment of taxes, penalties or
interest that accrue as a result of a compliance audit of records of a local
assessor, conducted by, orlmhalf of the Department of Conservation,
on land values pursuant to the Williamson Act, to be made within 4 years
after July 1 of the assessment year in which the property escaped taxation
or was underassessed.

(4) Existing property tax law generally requires that an escape
assessment be made within 4 years after July 1 of the assessment year
in which the subject property escaped taxation or was underassessed, but
specifies a 6-year limitations period for the making of an escape
assessment that is subject to a statutory penalty for evasion or
misrepresentation with respect to taxable personal property.

This bill would increase that 6-year limitations period to 8 years.

(5) Existing property tax law requires, where any tract of land is
situated in 2 omore revenue districts, that the portion of the land in each
district be separately assessed. Existing law also provides, as exceptions
to that requirement, (a) that where the owner of 2 or more contiguous
parcels comprising the multiple district tract is identical, and the full
value of any parcel is less than $5,000, that parcel may for assessment
purposes be combined with the contiguous parcel with the greatest
assessed valuation, and (b) that where the multiple district tract,
comprised of 2 or more contiguous parcels under common ownership,
is being used for a single-family residence and constitutes 15,000 square
feet or less, the smallest parcel therein may be combined withghstlar
contiguous parcel.

This bill would increase the thresholds for purposes of those
exceptions from $5,000 to $25,000, and from 15,000 square feet to
45,000 square feet.

(6) Section 2229 of the Revenue and Taxation Code requires the
Legislature to reimburse local agencesually for certain property tax
revenues lost as a result of any exemption or classification of property
for purposes of ad valorem property taxation.

This bill would provide that, notwithstanding Section 2229 of the
Revenuend TBxation Code, no appropriation is made and the state shall
not reimburse local agencies for property tax revenues lost by them
pursuant to the bill.

(7) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
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reimbursement, including ttegeation of a State Mandates Claims Fund

to pay the costs of mandates that do not exceed $1,000,000 statewide and

other procedures for claims whose statewide costs exceed $1,000,000.
This bill would provide that, if the Commission on State Mandates

determines that the bill contains costs mandated by the state,

reimbursement for those costs shall be made pursuant to these statutory

provisions.

The people of the State of California do enact as follows:

SECTION 1. Section 63.1 of the Revenue and Taxation Code is
amended to read:

63.1. (a) Notwithstanding any other provision of this chapter, a
change in ownership shall not include the following purchases or
transfers for which a claim is filed pursuant to this section:

(1) The purchase or transfer of real property which is the principal
residence of an eligible transferor in the case of a purchase or transfer
between parents and their children.

(2) The purchase or transfer of the first one million dollars
($1,000,000) of full cash value of all other real property of an eligible
transferor in the case of a purchase or transfer between parents and their
children.

(3) (A) Subject to subparagraph (B), the purchase or transfer of real
propertydescribed in paragraphs (1) and (2) of subdivision (a) occurring
on or after March 27, 1996, between grandparents and their grandchild
or grandchildren, if all of the parents of that grandchild or those
grandchildren, who qualify as the children of the grandparents, are
deceased as of the date of purchase or transfer.

(B) A purchase or transfer of a principal residence shall not be
excluded pursuant to subparagraph (A) if the transferee grandchild or
grandchildren also received a principal residence, or interest therein,
through another purchase or transfer that was excludable pursuant to
paragraplfl) of subdivision (a). The full cash value of any real property,
other than a principal residence, that was transferred to the grandchild
or grandchildren pursuant to a purchase or transfer that was excludable
pursuant to paragraph (2) of subdivision (a) and the full cash value of a
principal residence that fails to qualify for exclusion as a result of the
preceding sentence shall be included in applying, for purposes of
paragraph (2) of subdivision (a), the one million dollar ($1,000,000) full
cash value limit specified in paragraph (2) of subdivision (a).

(b) (1) For purposes of paragraph (1) of subdivision (a), “principal
residence” means a dwelling for which a homeowners’ exemption or a
disabled veterans’ residence exemptias been granted in the name of
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the eligible transferor. “Principal residence” includes only that portion
of the land underlying the principal residence that consists of an area of
reasonable size that is used as a site for the residence.

(2) For purposes of paragraph (2) of subdivision (a), the one million
dollar ($1,000,000) exclusion shall apply separately to each eligible
transferor with respect to all purchases by and transfers to eligible
transferees on and after November 6, 1986, of real property, other than
theprincipal residence, of that eligible transferor. The exclusion shall not
apply to any property in which the eligible transferor’s interest was
received through a transfer, or transfers, excluded from change in
ownership by the provisions of either subdivision (f) of Section 62 or
subdivision (b) of Section 65, unless the transferor qualifies as an
original transferor under subdivision (b) of Section 65. In the case of any
purchase or transfer subject to this paragraph involving two or more
eligible transferors, the transferors may elect to combine their separate
one million dollar ($1,000,000) exclusions and, upon making that
election, the combined amount of their separate exclusions shall apply
to any property jointly sold or transferred by the electing transferors,
provided that in no case shall the amount of full cash value of real
property of any one eligible transferor excluded under this election
exceed the amount of the transferor’s separate unused exclusion on the
date of the joint sale or transfer.

(c) As used in this section:

(1) “Purchase or transfer between parents and their children” means
either a transfer from a parent or parents to a child or children of the
parent or parents or a transfer from a child or children to a parent or
parents of the child or children. For purposes of this section, the date of
any transfer between parents and their children under a will or intestate
succession shall be the date of the decedent’s death, if the decedent died
on or after November 6, 1986.

(2) “Purchase or transfer of real property between grandparents and
their grandchild or grandchildren” means a purchase or transfer on or
afterMarch 27, 1996, from a grandparent or grandparents to a grandchild
or grandchildren if all of the parents of that grandchild or those
grandchildren who qualify as the children of the grandparents are
deceased as of the date of the transfer. For purposes of this section, the
date of any transfer between grandparents and their grandchifdien
a will or by intestate succession shall be the date of the decedent’s death.

(3) “Children” means any of the following:

(A) Any child born of the parent or parents, except a child, as defined
in subparagraph (D), who has been adopted by another person or
persons.
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(B) Any stepchild of the parent or parents and the spouse of that
stepchild while the relationship of stepparent and stepchild exists. For
purposes of this paragraph, the relationship of stepparent and stepchild
shall be deemed to exist until the marriage on which the relationship is
based is terminated by divorce, or, if the relationship is terminated by
death, until the remarriage of the surviving stepparent.

(C) Any son-in-law or daughter-in-law of the parent or parents. For
the purposes of this paragraph, the relationship of parent and son-in-law
or daughter-in-law shall be deemed to exist until the marriage on which
the relationship is based is terminated by divorce or, if the relationship
is terminated by death, until the remarriage of the surviving son-in-law
or daughter-in-law.

(D) Any child adopted by the parent or parents pursuant to statute,
other than an individual adopted after reaching the age of 18 years.

(4) “Grandchild” or “grandchildren” means any child a@hildren of
the child or children of the grandparent or grandparents.

(5) “Full cash value” means full cash value, as defined in Section 2
of Article XlII A of the California Constitution and Section 110.1, with
any adjustments authorized by those sections, and the full value of any
new construction in progress, determined as of the date immediately
prior to the date of a purchase by or transfer to an eligible transferee of
real property subject to this section.

(6) “Eligible transferor” means a grandparent, parent, or child of an
eligible transferee.

(7) “Eligible transferee” means a parent, child, or grandchild of an
eligible transferor.

(8) “Real property” means real property as defined in Section 104.
Real property does not include any interest in a legal entity.

(9) “Transfer” includes, and is not limited to, any transfer of the
present beneficial ownership of property from an eligible transferor to
an eligible transferee through the medium of an inter vivos or
testamentary trust.

(10) “Socialsecurity number” also includes a taxpayer identification
number issued by the Internal Revenue Service in the case in which the
taxpayer is a foreign national who cannot obtain a social security
number.

(d) (1) The exclusions provided for in subdivision (a) shall not be
allowed unless the eligible transferee, the transferee’s legal
representative, or the executor or administrator of the transferee’s estate
files a claim with the assessor for the exclusion sought and furnishes to
the assessor each of the following:

(A) A written certification by the transferee, the transferee’s legal
representative, dhe executor or administrator of the transferee’s estate,
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signed and made under penalty of perjury that the transferee is a
grandparent, parent, child, or grandchild of the transferor and that the
transferor is his or her parent, child, or grandparent. In the case of a
grandparent-grandchild transfer, the written certification shall also
include a certification that all the parents of the grandchild or
grandchildrerwho qualify as children of the grandparents were deceased
as of the date of the purchase or transfer and that the grandchild or
grandchildren did or did not receive a principal residence excludable
under paragraph (1) of subdivision (a) from the deceased parents, and
that the grandchild or grandchildren did or did not receive real property
other than a principal residence excludable under paragraph (2) of
subdivision (a) from the deceased parents. The claimant shall provide
legal substantiation of any matter certified pursuatttisosubparagraph

at the request of the county assessor.

(B) A written certification shall also include either or both of the
following:

(i) If the purchase or transfer of real property includes the purchase
or transfer of residential real property, a certification that the residential
real property is or is not the transferor’s principal residence.

(ii) If the purchase or transfer of real property includes the purchase
or transfer of real property other than the transferor’s principal residence,
a certification that other real property of the transferor that is subject to
this section has or has not been previously sold or transferred to an
eligible transferee, the total amount of full cash value, as defined in
subdivision (c), of any real property subject to this section that has been
previously sold or transferred by that transferor to eligible transferees,
the location of that real property, the social security number of each
eligible transferor, and the names of the eligible transferees of that
property.

(C) If there are multiple transferees, the certification and signature
may be made by any one of the transferees, if both of the following
conditions are met:

(i) The transferee has actual knowledge that, and the certification
signed by the transferee states that, all of the transferees are eligible
transferees within the meaning of this section.

(i) The certification is signed by the transferee as a true statement
made under penalty of perjury.

(2) If the full cash value of the real property purchased by or
transferred to the transferee exceeds the permissible exclusion of the
transferor or the combined permissible exclusion of the transferors, in
the case of a purchase or transfer from two or more joint transferors,
taking into account any previous purchases by or transfers to an eligible
transferee from the same transferor or transferors, the transferee shall
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specify inhis or her claim the amount and the allocation of the exclusion
he or she is seeking. Within any appraisal unit, as determined in
accordance with subdivision (d) of Section 51 by the assessor of the
county in which the real property is located, the exclusion shall be
applied only on a pro rata basis, however, and shall not be applied to a
selected portion or portions of the appraisal unit.

(e) (1) The State Board of Equalization shall design the form for
claiming eligibility. Except as provided in paragraph (2), any claim
under this section shall be filed:

(A) For transfers of real property between parents and their children
occurring prior to September 30, 1990, within three years after the date
of the purchase or transfer of real property for which the claim is filed.

(B) For transfers of real property between parents and their children
occurring on oafter September 30, 1990, and for the purchase or transfer
of real property between grandparents and their grandchildren occurring
on or after March 27, 1996, within three years after the date of the
purchase otransfer of real property for which the claim is filed, or prior
to transfer of the real property to a third party, whichever is earlier.

(C) Notwithstanding subparagraphs (A) and (B), a claim shall be
deemed to be timely filed if it is filed within six months after the date of
mailing of a notice of supplemental or escape assessment, issued as a
result of the purchase or transfer of real property for which the claim is
filed.

(2) In the case in which the real property subject to purchase or
transfer has not been transferred to a third party, a claim for exclusion
under this section that is filed subsequent to the expiration of the filing
periods set forth in paragraph (1) shall be considered by the assessor,
subject to all of the following conditions:

(A) Any exclusion granted pursuant to that claim shall apply
commencingyith the lien date of the assessment year in which the claim
is filed.

(B) Under any exclusion granted pursuant to that claim, the adjusted
full cash value of the subject real property in the assessment year
described in subparagraph (A) shall be the adjusted base year value of
the subject real property in the assessment year in which the excluded
purchase atransfer took place, factored to the assessment year described
in subparagraph (A) for both of the following:

(i) Inflation as annually determined in accordandth paragraph (1)
of subdivision (a) of Section 51.

(i) Any subsequent new construction occurring with respect to the
subject real property.
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(3) (A) Unless otherwise expressly provided, the provisions of this
subdivision shall apply to any purchase or transfer of real property that
occurred on or after November 6, 1986.

(B) Paragraph (2) shall apply to purchases or transfers between
parents and their children that occurred on or after November 6, 1986,
and to purchases or transfers between grandparents and their
grandchildren that occurred on or after March 27, 1996.

(4) For purposes of this subdivision, a transfer of real property to a
parent or child of the transferor shall not be considered a transfer to a
third party.

() The assessor shall report quarterly to the State Board of
Equalization all purchases or transfers, other than purchases or transfers
involving a principal residence, for which a claim for exclusion is made
pursuant to subdivision (d). Each report shall contain the assessor’s
parcel number for each parcel for which the exclusion is claimed, the
amount of each exclusion claimed, the social security number of each
eligible transferor, and any other information the board shall require in
order to monitor the one million dollar ($1,000,000) limitation in
paragraph (2) of subdivision (a).

(g) This section shall apply to both voluntary transfers and transfers
resulting from a court order or judicial decree. Nothing in this
subdivision shall be construed as conflicting with paragraph (1) of
subdivision (c) or the general principle that transfers by reason of death
occur at the time of death.

(h) (1) Except as provided in paragraph (2), this section shall apply
to purchases and transfers of real property completed on or after
November 6, 1986, and shall not be effective for any change in
ownership, including a change in ownership arising on the date of a
decedent’s death, that occurred prior to that date.

(2) This section shall apply to purchases or transfers of real property
between grandparents and their grandchildren occurring on or after
March 27, 1996, and, with respect to purchases or transfers of real
property between grandparents and their grandchildren, shall not be
effective for any change in ownership, including a change in ownership
arising onthe date of a decedent’s death, that occurred prior to that date.

SEC. 2. Section 69.5 of the Revenue and Taxation Code is amended
to read:

69.5. (@) (1) Notwithstanding any other provision of law, pursuant
to subdivision (a) of Section 2 of Article Xl A of the California
Constitution, any person over the age of 55 years, or any severely and
permanently disabled person, who resides in property that is eligible for
the homeowner’s exemption under subdivision (k) of Section 3 of
Article XllI of the California Constitution and Section 218 may transfer,
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subject to the conditions and limitations provided in this section, the
base year value of that property to any replacement dwelling of equal or
lesser value that is located within the same county and is purchased or
newly constructed bthat person as his or her principal residence within
two years of the sale by that person of the original property, provided that
thebase year value of the original property shall not be transferred to the
replacement dwelling until the original property is sold.

(2) Notwithstanding the limitation in paragraph (&guiring that the
original property and the replacement dwelling be located in the same
county, this limitation shall not apply in any county in which the county
board of supervisors, after consultation with local affected agencies
within the boundaries of the county, adopts an ordinance making the
provisions of paragraph (1) also applicable to situations in which
replacement dwellings are located in that county and the original
properties are located in another county within this state. The
authorization contained in this paragraph shall be applicable in a county
only if the ordinance adopted by the board of supervisors complies with
all of the following requirements:

(A) It is adopted only after consultation between the board of
supervisors and all other local affected agencies within the county’s
boundaries.

(B) It requires that all claims for transfers of base year value from
original property located ianother county be granted if the claims meet
the applicable requirements of both subdivision (a) of Section 2 of
Article XIII A of the California Constitution and this section.

(C) It requires that all base year valuations of original property
located in another county and determined by its assessor be accepted in
connection with the granting of claims for transfers of base year value.

(D) It provides that its provisions are operative for a period of not less
than five years.

(E) The ordinance specifies the date on and after which its provisions
shall be applicable. However, the date specified shall not be earlier than
November 9, 1988. The specified applicable date may be a date earlier
than the date the county adopts the ordinance.

(b) In addition to meeting the requirements of subdivision (a), any
person claiming the property tax relief provided by this section shall be
eligible for that relief only if the following conditions are met:

(1) The claimant is an owner and a resident of the original property
either athe time of its sale, or at the time when the original property was
substantially damaged or destroyed by misfortune or calamity, or within
two years of the purchase or new construction of the replacement
dwelling.
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(2) The original property is eligible for the homeowner’s exemption,
as the result of the claimant’s ownership and occupation of the property
as his or her principal residence, either at the time of its sale, or at the time
when the original property was substantially damaged or destroyed by
misfortune or calamity, or within two years of the purchase or new
construction of the replacement dwelling.

(3) Atthe time of the sale of the original property, the claimant or the
claimant’s spouse who resides with the claimant is at least 55 years of
age, or is severely and permanently disabled.

(4) At the time of claiming the property tax relief provided by
subdivision (a), the claimant is an owner of a replacement dwelling and
occupies it as his or her principal place of residence and, as a result
thereof, the property is currently eligible for the homeowner’s
exemption or would be eligible for the exemption except that the
property is already receiving the exemption because of an exemption
claim filed by the previous owner.

(5) The original property of the claimant is sold by him or her within
two years of the purchase or new construction of the replacement
dwelling. For purposes of this paragraph, the purchase or new
construction of the replacement dwelling includes the purchase of that
portion of land on which the replacement building, structure, or other
shelter constituting a place of abode of the claimant will be situated and
that, pursuant to paragraph (3) of subdivision (g), constitutes a part of
the replacement dwelling.

(6) The replacement dwelling, including that portion of land on
which it is situated that is specified in paragraph (5), is located entirely
within the same county as the claimant’s original property.

(7) The claimant has not previously been granted, as a claimant, the
property tax relief provided by this section, except that this paragraph
shall not apply to any person who becomes severely and permanently
disabled subsequent to being granted, as a claimant, the property tax
relief provided by this section for any person over the age of 55 years.
In order to prevent duplication of claims under this section within this
state, county assessors shall report quarterly to the State Board of
Equalization that information from claims filed in accordance with
subdivision (f) and from county records as is specified by the board
necessary to identify fully all claims under this section allowed by
assessors and all claimants who have thereby received relief. The board
may specify that the information include all or a part of the names and
social security numbers of claimants and their spouses and the identity
and location of the replacement dwelling to which the claim applies. The
information may be required in the form of data processing media or
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other media and in a format that is compatible with the recordkeeping
processes of the counties and the auditing procedures of the state.

(c) The property tax relief provided by this section shall be available
if the original property or the replacement dwelling, or both, of the
claimant, includes, but is not limited to, either of the following:

(1) A unit or lot within a cooperative housing corporation, a
community apartment project, a condominium project, or a planned unit
development. If the unit or lot constitutes the original property of the
claimant, the assessor shall transfer to the claimant’s replacement
dwelling only the base year value of the claimant’s unit or lot and his or
her share in any common area reserved as an appurtenance of that unit
or lot. If the unit or lot constitutes the replacement dwelling of the
claimant, the assessor shall transfer the base year vaheeatdimant'’s
original property only to the unit or lot of the claimant and any share of
theclaimant in any common area reserved as an appurtenance of that unit
or lot.

(2) A mobilehome or a mobilehome and any land owned by the
claimant on which the mobilehome is situated. Ifrtiebilehome or the
mobilehome and the land on which it is situated constitutes the
claimant’s original property, the assessor shall transfer to the claimant’'s
replacement dwelling either the base year value of the mobilehome or
the base year value of the mobilehome and the land on which it is
situated, as appropriate. No transfer of base year value shall be made by
the assessor of that portion of land that does not constitute a part of the
original property, as provided in paragraph (4) of subdivision (g). If the
mobilehome or the mobilehome and the land on which it is situated
constitutes the claimant’s replacement dwelling, the assessor shall
transfer the base year value of the claimant’s original property either to
the mobilehome or the mobilehome and the land on which it is situated,
as appropriate. No transfer of base year value shall be made by the
assessor to that portion of land that does not constitute a part of the
replacement dwelling, as provided in paragraph (3) of subdivision (g).

This subdivision shall be subject to the limitations specified in
subdivision (d).

(d) The property tax relief provided by this section shall be available
to a claimant who is the coowner of original property, as a joint tenant,
a tenant in common, or a community property owner, subject to the
following limitations:

(1) If a single replacement dwelling is purchased or newly
constructed by all of the coowners and each coowner retains an interest
in the replacement dwelling, the claimant shall be eligible under this
section whether or not any or all of the remaining coowners would
otherwise be eligible claimants.
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(2) If two or more replacement dwellings are separately purchased or
newly constructed by two or more coowners and more than one coowner
would otherwise be an eligible claimant, only one coowner shall be
eligible under this section. These coowners shall determine by mutual
agreement which one of them shall be deemed eligible.

(3) If two or more replacement dwellings are separately purchased or
newly constructed by two coowners who held the original property as
community property, only the coowner who has attained the age of 55
years, or is severely and permanently disabled, shall be eligible under
this section. If both spouses are over 55 years of age, they shall determine
by mutual agreement which one of them is eligible.

In the case of coowners whose original property is a multiunit
dwelling, the limitations imposed by paragraphs (2) and (3) shall only
apply to coowners who occupied the same dwelling unit within the
original property at the time specified in paragraph (2) of subdivision

(e) Upon the sale of original property, the assessor shall determine a
new base year value for that property in accordance with subdivision (a)
of Section 2 of Article XIll A ofthe California Constitution and Section
110.1, whether or not a replacement dwelling is subsequently purchased
or newly constructed by the former owner or owners of the original
property.

This section shall not apply unless the transfer of the original property
is a change in ownership that either (1) subjects that property to
reappraisal at its current fair market value in accordance with Section
110.1 0r5803 or (2) results in a base year value determined in accordance
with this section, Section 69, or Section 69.3 because the property
qualifiesunder this section, Section 69, or Section 69.3 as a replacement
dwelling or property.

(H A claimant shall not be eligible for the property tax relief provided
by this section unless the claimant provides to the assessdoronthat
the assessor shall make available upon request, the following
information:

(1) The name and social security number of each claimant and of any
spouse of the claimant who was a record owner of the original property
at the time of its sale or is a record owner of the replacement dwelling.

(2) Proof that the claimant or the claimant’s spouse who resided on
theoriginal property with the claimant was, at the time of its sale, at least
55 years of age, or severely and permanently disabled. Proof of severe
and permanent disability shall be considered a certification, signed by
a licensed physician and surgeon of appropriate specialty, attesting to the
claimant’s severely and permanently disabled condition. In the absence
of available proof that a person is over 55 years of age, the claimant shall
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certify under penalty of perjury that the age requirement is met. In the
case of a severely and permanently disabled claimant either of the
following shall be submitted:

(A) A certification, signed by a licensed physician or surgeon of
appropriate specialty that identifies specific reasons why the disability
necessitates a move to the replacement dwelling and the
disability-related requirements, including any locational requirements,
of a replacement dwelling. The claimant shall substantiate that the
replacement dwelling meets disability-related requirements so
identified and that the primary reason for the move to the replacement
dwelling is to satisfy those requirements. If the claimant, or the
claimant’s spouse or guardian, so declares under penalty of perjury, it
shall berebuttably presumed that the primary purpose of the move to the
replacement dwelling is to satisfy identified disability-related
requirements.

(B) The claimant’s substantiation that the primary purpose of the
move to the replacement dwelling is to alleviate financial burdens
caused by the disability. If the claimant, or the claimant’s spouse or
guardian, so declares under penalty of perjury, it shall be rebuttably
presumed that the primary purpose of the move is to alleviate the
financial burdens caused by the disability.

(3) The address and, if known, the assessor’s parcel number of the
original property.

(4) The date of the claimant’s sale of the original property and the date
of the claimant's purchase or new construction of a replacement
dwelling.

(5) A statement by the claimant that he or she occupied the
replacement dwelling as his or her principal place of residence on the
date of the filing of his or her claim.

The State Board of Equalization shall design the form for claiming
eligibility.

Any claim under this section shall be filed within three years of the
date the replacement dwelling was purchased or the new construction of
the replacement dwelling was completed subject to subdivision (k).

(g) For purposes of this section:

(1) “Personover the age of 55 years” means any person or the spouse
of any person who has attained the age of 55 years or older at the time
of the sale of original property.

(2) “Base year value of the original property” means its base year
value, as determined in accordance with Section 110.1, with the
adjustments permitted by subdivision (b) of Section 2 of Article XIII A
of the California Constitution and subdivision (f) of Section 110.1,
determined as of the date immediately prior to the date that the original
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property is sold by the claimant, or in the case where the original
property has been substantially damaged or destroyed by misfortune or
calamity and the owner does not rebuild on the original property,
determined as of the date immediately prior to the misfortune or
calamity.

If the replacement dwelling is purchased or newly constructed after the
transfer of the original property, “base year value of the original
property” also includes any inflation factor adjustments permitted by
subdivision (f) of Section 110.1 for the period subsequent to the sale of
the original property. The base year or years used to compute the “base
year value of the original property” shall be deemed to be the base year
or years of any property to which that base year value is transferred
pursuant to this section.

(3) “Replacement dwelling” means a building, structure, or other
shelter constituting a place of abode, whether real property or personal
property,that is owned and occupied by a claimant as his or her principal
place of residence, and any land owned by the claimant on which the
building, structure, or other shelter is situated. For purposes of this
paragraph, land constituting a part of a replacement dwelling includes
only that area of reasonable size that is used as a site for a residence, and
“land owned by the claimant” includes land for which the claimant
either holds a leasehold interest described in subdivision (c) of Section
61 or a land purchase contract. Each unit of a multiunit dwelling shall
be considered a separate replacement dwelling. For purposes of this
paragraph,area of reasonable size that is used as a site for a residence”
includes all land if any nonresidential uses of the property are only
incidental to the use of the property as a residential site.

(4) “Original property” means a building, structure, or other shelter
constituting glace of abode, whether real property or personal property,
that is owned and occupied by a claimant as his or her principal place of
residence, and any land owned by the claimant on which the building,
structure, oother shelter is situated. For purposes of this paragraph, land
constituting a part of original property includes only that area of
reasonablsize that is used as a site for a residence, and “land owned by
the claimant” includes land for which the claimant either holds a
leasehold interest described in subdivision (c) of Section 61 or a land
purchase contract. Each unit of a multiunit dwelling shall be considered
a separate original property. For purposes of this paragraph, “area of
reasonable size that is used as a site for a residence” includes all land if
any nonresidential uses of the property are only incidental to the use of
the property as a residential site.

(5) “Equal or lesser value” means that the amount of the full cash
value of a replacement dwelling does not exceed one of the following:
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(A) One hundred percent of the amount of the full cash value of the
original property if the replacement dwelling is purchased or newly
constructed prior to the date of the sale of the original property.

(B) One hundred and five percent of the amount of the full cash value
of the original property if the replacement dwelling is purchased or
newly constructed within the first year following the date of the sale of
the original property.

(C) One hundred and ten percent of the amount of the full cash value
of the original property if the replacement dwelling is purchased or
newly constructed within the second year following the date of the sale
of the original property.

For the purposes of this paragraph, except as otherwise provided in
paragraph (4) of subdivision (h), if the replacement dwelling is, in part,
purchased and, in part, newly constructed, the date the “replacement
dwelling is purchased or newly constructed” is the date of purchase or
the date of completion of construction, whichever is later.

(6) “Full cash value of the replacement dwelling” means its full cash
value, determined in accordance with Section 110.1, as of the date on
which itwas purchased or new construction was completed, and after the
purchase or the completion of new construction.

(7) “Full cash value of the original property” means, either:

(A) Its new base year value, determined in accordance with
subdivision (e), without the application of subdivision (h) of Section 2
of Article XIII A of the California Constitution, plus the adjustments
permitted by subdivision (b) of Section 2 of Article XIlI A and
subdivision (f) of Section 110.1 for the period from the date of its sale
by the claimant to the date on which the replacement property was
purchased or new construction was completed.

(B) In the case where the original property has been substantially
damaged or destroyed hyisfortune or calamity and the owner does not
rebuild on the original property, its full cash value, as determined in
accordance with Section 110, immediately prior to its substantial
damage or destruction by misfortune or calamity, as determined by the
county assessor of the county in which the property is located, without
the application of subdivision (h) of Section 2 of Article XlII A of the
California Constitution, plus the adjustments permitted by subdivision
(b) of Section 2 of Article XIII A and subdivision (f) of Section 110.1,
for the period from the date of its sale by the claimant to the date on which
the replacement property was purchased or new construction was
completed.

(8) “Sale” means any change in ownership of the original property
for consideration.
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(9) “Claimant” means any person claiming the property tax relief
provided by this section. If a spouse of that person is a record owner of
the replacement dwelling, the spouse is also a claimant for purposes of
determining whether in any future claim filed by the spouse under this
section the condition of eligibility specified in paragraph (7) of
subdivision (b) has been met.

(10) “Property that is eligible for the homeowner’s exemption”
includesproperty that is the principal place of residence of its owner and
is entitled to exemption pursuant to Section 205.5.

(11) “Person” means any individual, but does not include any firm,
partnership, association, corporation, company, or other legal entity or
organization of any kind.

(12) “Severely and permanently disabled” means any person
described in subdivision (b) of Section 74.3.

(13) For the purposes of this section property is “substantially
damaged or destroyed by misfortune or calamity” if it sustains physical
damage amounting to more than 50 percent of is full cash value
immediately prior to the misfortune or calamity. Damage includes a
diminution in the value of property as a result of restricted access to the
property where the restricted access was caused by the misfortune or
calamity and is permanent in nature.

(h) (1) Upon the timelyiling of a claim, the assessor shall adjust the
new base year value of the replacement dwelling in conformity with this
section. This adjustment shall be made as of the latest of the following
dates:

(A) The date the original property is sold.

(B) The date the replacement dwelling is purchased.

(C) The date the new construction of the replacement dwelling is
completed.

(2) Any taxes that were levied on the replacement dwelling prior to
the filing of the claim on the basis of the replacement dwelling’s new
base year value, and any allowable annual adjustments thereto, shall be
canceled or refunded to the claimant to the extent that the taxes exceed
the amount that would be due when determined on the basis of the
adjusted new base year value.

(3) Notwithstanding Section 75.10, Chapter 3.5 (commencing with
Section 75) shall be utilized for purposes of implementing this
subdivision, including adjustments of the new base year value of
replacemendwellings acquired prior to the sale of the original property.

(4) In the case where a claim under this section has been timely filed
and granted, and new construction is performed upon the replacement
dwelling subsequent to the transfer of base year value, the property tax
relief provided by this section also shall apply to the replacement
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dwelling, as improved, and thus there shall be no reassessment upon
completion of the new construction if both of the following conditions
are met:

(A) The new construction is completed within two years of the date
of the sale of the original property and the owner notifies the assessor in
writing of completion of the new construction within 30 days after
completion.

(B) The fair market value of the new construction on the date of
completion, plus the full cash value of the replacement dwelling on the
date of acquisition, is not more than the full cash value of the original
property as determined pursuant to paragraph (7) of subdivision (g) for
purposes of granting the original claim.

(i) Any claimant may rescind a claim for the property tax relief
provided bythis section and shall not be considered to have received that
relief for purposes of paragraph (7) of subdivision (b), and the assessor
shall grant the rescission, if a written notice of rescission is delivered to
the office of the assessor as follows:

(1) A written notice of rescission signed by the original filing
claimant or claimants is delivered to the office of the assessor in which
the original claim was filed.

(2) (A) Except as otherwise provided in this paragraph, the notice of
rescission is delivered to the office of the assessor before the date that
the county first issues, as a result of relief granted under this section, a
refundcheck for property taxes imposed upon the replacement dwelling.
If granting relief will not result in a refund of property taxes, then the
notice shall be delivered before payment is first made of any property
taxes, or any portion thereof, imposed upon the replacement dwelling
consistent with relief granted under this section. If payment of the taxes
is not made, then notice shall be delivered before the first date that those
property taxes, or any portion thereof, imposed upon the replacement
dwelling, consistent with relief granted under this section, are
delinquent.

(B) Notwithstanding any other provision in this division, any time
the notice of rescission is delivered to the office of the assessor within
six years after relief was granted, provided that the replacement property
has been vacated as the claimant’s principal place of residence within 90
daysafter the original claim was filed, regardless of whether the property
continues to receive the homeowner’s exemption. If the rescission
increases the base year value of a property, or the homeowners’
exemptionhas been incorrectly allowed, appropriate escape assessments
or supplemental assessments, including interest as provided in Section
506, shall be imposed. The limitations periods for any escape
assessments or supplemental assessments shahmoence until July
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1 of the assessment year in which the notice of rescission is delivered to
the office of the assessor.

(3) The notice is accompanied by the payment of a fee as the assessor
may require, provided that the fee shall not exceed an amount reasonably
related to the estimated cost of processing a rescission claim, including
both direct costs and developmental and indirect costs, such as costs for
overhead, personnel, supplies, materials, office space, and computers.

() (@) With respect to the transfer of base year value of original
properties to replacement dwellings located in the same county, this
section, except as provided in paragraph (3) or (4), shall apply to any
replacement dwelling that is purchased or newly constructedaiteor
November 6, 1986.

(2) With respect to the transfer of base year value of original
properties taeplacement dwellings located in different counties, except
as provided in paragraph (4), this section shall apply to any replacement
dwelling that is purchased or newly constructed on or after the date
specified in accordance with subparagraph (E) of paragraph (2) of
subdivision (a) in the ordinance of the county in which the replacement
dwelling is located, but shall not apply to any replacement dwelling
which was purchased or newly constructed before November 9, 1988.

(3) With respect to the transfer of base year value by a severely and
permanently disabled person, this section shall apply only to
replacement dwellings that are purchased or newly constructed on or
after June 6, 1990.

(4) The amendments made to subdivision (e) by the act adding this
paragraph shall apply only to replacement dwellings under Section 69
that are acquired or newly constructed on or after October 20, 1991, and
shall apply commencing with the 1991-92 fiscal year.

(k) (1) Inthe case in which a county adopts an ordinance pursuant to
paragraplf2) of subdivision (a) that establishes an applicable date which
is more than three years prior to the date of adoption of the ordinance,
those potential claimants who purchased or constructed replacement
dwellings more than three years prior to the date of adoption of the
ordinance and who would, therefore, be precluded from filing a timely
claim, shall be deemed to have timely filed a claim if the claim is filed
within three years after the date that the ordinance is adopted. This
paragraph may not be construed as a waiver of any other requirement of
this section.

(2) This subdivision does napply to a claimant who has transferred
his or her replacement dwelling prior to filing a claim.

(3) The property tax relief provided by this section, but filed under
this subdivision, shall apply prospectively only, commencing with the
lien date of the assessment year in which the claim is filed. There shall
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be no refund or cancellation of taxes prior to the date that the claim is
filed.

() No escape assessment may be levied if a transfer of base year value
under this section has been erroneously granted by the assessor pursuant
to an expired ordinance authorizing intercounty transfers of base year
value.

(m) The amendments made to subdivisions (b) and (g) of this section
by the act adding this subdivision apply only to replacement dwellings
that are acquired or newly constructed on or after March 24, 1999, and
shall apply commencing with the 1998-99 fiscal year. The property tax
relief provided by this section, but filed under this subdivision, shall
apply prospectively only, commencing with the lien date of the
assessment year in which the claim is filed. There shall be no refund or
cancellation of taxes prior to the date that the claim is filed.

SEC. 3. Sectioh32 of the Revenue and Taxation Code is amended
to read:

532. (a) Except as provided in subdivision (b), any assessment
madepursuant to either Article 3 (commencing with Section 501) or this
article shall be made within four years after July 1 of the assessment year
in which the property escaped taxation or was underassessed.

(b) (1) Any assessment to which the penalty provided for in Section
504 must be added shall be made within eight years after July 1 of the
assessment year in which the property escaped taxation or was
underassessed.

(2) Any assessment resulting from an unrecorded change in
ownership or change in control for which either a change in ownership
statement, as required by Section 480 or a preliminary change in
ownership report, as required by Section 480.3, is not filed with respect
to the event giving rise to the escape assessment or underassessment
shall be made within eight years after July 1 of the assessment year in
which theproperty escaped taxation or was underassessed. For purposes
of this paragraph, an “unrecorded change in ownership or change in
control” means a deed or other document evidencing a change in
ownershipthat was not filed with the county recorder’s office at the time
the event took place.

(3) Notwithstanding paragraphs (1) and (2), in the case where
property has escaped taxation, in whole or in part, or has been
underassessefbllowing a change in ownership or change in control and
either the penalty provided for 8ection 503 must be added or a change
in ownership statement, as required by Section 480.1 or 480.2 was not
filed with respect to the event giving rise to the escape assessment or
underassessment, an escape assessment shall be made for each year in
which the property escaped taxation or was underassessed.
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(c) For purposes of this section, “assessment year” means the period
defined in Section 118.

SEC. 4. SectioB06 of the Revenue and Taxation Code is amended
to read:

606. (a) Except as provided in subdivisions (b) and (c), when any
tract of land is situated in two or more revenue districtsp#nein each
district shall be separately assessed.

(b) Where the owner of two or more contiguous parcels comprising
the tract is identical, and the full value of any parcel is less than
twenty-five thousand dollars ($25,000), that parcel may be combined
with the contiguous parcel with the greatest assessed valuation.

(c) Where the owner of two or more contiguous parcels comprising
thetract is identical, and the tract of land is being used for a single-family
residence and constitutes 45,000 square feet or less, the smallest parcel
may be combined with the largest contiguous parcel.

SEC. 5. Notwithstanding Section 2229 of the Revenue amdiion
Code, no appropriation is made by this act and the state shall not
reimburse any local agency for any property tax revenues lost by it
pursuant to this act.

SEC. 6. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act contains
costs mandated by the state, reimbursement to local agencies and school
districts for those costs shall be made pursuant to Part 7 (commencing
with Section 17500) of Division 4 of Title 2 of the Government Code.

If the statewide cost of the claim for reimbursement does not exceed one
million dollars ($1,000,000), reimbursement shall be made from the
State Mandates Claims Fund.
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